University of New Mexico

UNM Digital Repository
NotiSur

Latin America Digital Beat (LADB)

2-25-1988

Notes On Reagan Administration Foreign Aid
Budget Request For Fy1989
John Neagle

Follow this and additional works at: https://digitalrepository.unm.edu/notisur
Recommended Citation
Neagle, John. "Notes On Reagan Administration Foreign Aid Budget Request For Fy1989." (1988).
https://digitalrepository.unm.edu/notisur/1310

This Article is brought to you for free and open access by the Latin America Digital Beat (LADB) at UNM Digital Repository. It has been accepted for
inclusion in NotiSur by an authorized administrator of UNM Digital Repository. For more information, please contact amywinter@unm.edu.

LADB Article Id: 075297
ISSN: 1060-4189

Notes On Reagan Administration Foreign Aid Budget
Request For Fy1989
by John Neagle
Category/Department: General
Published: Thursday, February 25, 1988
On Feb. 18, as part of the budget request for fiscal year 1989, President Reagan asked that funds for
international security and development assistance be increased slightly from $13.326 billion (FY1988)
to $13.690 billion. FY1989 begins in October 1988. The money contained in a budget authority
request is not always paid out in the same year in which the commitment is made, particularly
in cases of long-term projects. Actual outlays for foreign aid programs are estimated at $10.609
billion in FY1989, up from $7.173 billion in the current 1988 fiscal year. According to the text of
the FY1989 budget request, spending for international affairs activities (including foreign military
and development assistance, and other international programs) increased by 32% between 1980
and 1986 in real terms. Congressional cutbacks caused real outlays to drop by $3.9 billion in 1987,
to $12.3 billion; and, under the federal deficit reduction agreement prepared by Congress late
last year, a further decline to $11.1 billion will occur by 1989. At a Feb. 18 press briefing, Deputy
Secretary of State John Whitehead said the request for FY1989 represented a nominal 2% increase
over the 1988 level. He added that when an expected inflation rate of between 3 and 4% next year
is taken into account, a real decline in funding for FY1989 is expected. According to Whitehead, the
administration hopes that Congress will not earmark the limited foreign assistance funds available
for FY1989, as it has in previous years. He said if the funds are earmarked, "a number of countries
will be eliminated entirely from our food aid program." The lion's share of the proposed increase in
budget authority within the international relations category proposed for FY1989 is in international
security assistance, rising from $8.425 billion in FY1988 to $8.968 billion in FY1989. These programs
provide the means to obtain modern US military equipment to target governments deemed of
strategic interest concern to the US. The programs also ensure US access to important foreign
military bases and facilities. Within the international security account, foreign military sales credits
would increase $443 million in FY1989, while the economic support fund would drop $80 million
compared by FY1988. The economic support fund (ESF) provides general budget and balance of
payments support and financing for development projects in countries targeted as special security
interests. Funding for international development and humanitarian assistance under the proposed
budget would drop from $4.901 billion in FY1988 to about $4.7 billion in FY1989. Amounts earmarked
for the World Bank and regional development banks would rise from $1.206 billion in FY1988 to
$1.324 billion in 1989. This funding level compares with $1.207 billion in FY1987; $1.143 billion,
FY1986; $1.548 billion, FY1985; $1.324 billion, FY1984; and, $1.537 billion in FY1983. Nearly 75% of
the proposed total for the development banks in FY1989 would go to the International Development
Association (IDA), the World Bank affiliate that provides low-cost loans to the world's poorest
nations. Under its commitment to the eighth IDA replenishment agreed to in July 1987, the US is
obligated to pay annual installments of $958.3 million over a three-year period. The budget also
includes funding of the first installment for a proposed five-year, $30 million US contribution to
an expected general capital increase of $75 billion for the World Bank itself. The administration
is asking in FY1989 for $70 million for paid-in capital to the World Bank. The proposed funding
level of $1.324 billion for FY1989 would still leave the US $405 million in arrears on prior pledges
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to the multilateral development banks. Since these arrears cannot be accommodated in the fiscal
1989 budget because of limits set established under the deficit reduction plan, the president said
in his February 18 request to Congress, the adminsitration intends to ask for the full amount in the
fiscal 1990 budget. Funding for bilateral development assistance by the US Agency for International
Development in FY1989 would be $2.169 billion, about 3% below the FY1988 level. This compares
with $2.162 billion in 1987; $2.065 billion in 1986, and $2.528 billion in FY1985.

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 2 of 2

